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INTERNATIONAL TRADE
DEVELOPMENTS

Japanese Harbor Workers against U.S. carriers. The FMC actions involve

long-standing concerns of U.S. shipping carriers.
Resume Sunday Work On September 12, 1995, the FMC issued

information demand orders regarding restrictions and

In early June, Japanese port workers resumed . :
work on Sundays at six major Japanese ports__requwements for the use of port and terminal facilities

However, they reportedly will not work on the same in Japz_;\n. The issues of concern that_are described
regular basis on weekdays that the United States ha?elolw. included: d(? thed.prlor _consulta(tjlon sys;cgm,l
requested in its ongoing dispute with Japan over harbor'"VO vmgl . maln aatory ; 'SCLéSStlons. aln opera 'On?
services. There had been some question about whethefPProvals involving port and terminal management,

Japan would be able to implement agreed-upon unions, and - ocean cgrriers serving - Japan; (.2)
changes with regard to labor contract practices. On Festrictions on the operation of Japanese ports serving

March 13, 1997, in response to Japanese restrictions‘]apan; (3) requirements that_ all containerized cargo
xported from Japan be weighed and measured by

and requirements on the use of its ports, the Federa . L
Maritime Commission (FMC) had issued a ruling that arbor workers, regardless of commercial necessity;
and (4) the disposition of the Japanese Harbor

would have imposed $100,000-per-voyage fees on

liner vessels operated by Japanese carriers calling Or{wana}gement Fund. The' Commlls.smn noted that these
United States ports, effective April 14, 1997. The practices could result in conditions unfavorable to

proposed sanctions were met with a strong response byc,hlpp!ng in the United _S_tates/.]apan trade and may
Japanese carriers. On April 13, 1997, following a constitute adverse conditions affecting U.S. carriers

tentative settlement between the United States andthat do not e>_<|st for Japanese carriers in the United
§tates. A brief summary of these issues follows:

Japan, the sanctions were suspended by the FMC unti
September 4, 1997. Prior consultation systemThe prior consultation
system is administered by the JHTA, an association of
terminal operators, stevedores (longshoremen) and
sworn measurers that excludes foreigners. Under the
BaCkg round prior consultation system, shipping lines must consult
On February 26, 1997, the FMC, in a final ruling, yvith t_he JHTA for virtuqlly aI_I operational_matters
imposed a fee of $100,000, each time a involving ports or labor, including changes in berths,
container-carrying liner vessel owned or operated by a"Utes, ~schedules, —vessels, changes in vessel
Japanese carrier enters a U.S. port from abroad. Inf€chnology, assignment of stevedoring contractor or
issuing its ruling, the FMC cited unfavorable terminal operator; requests for work on Sunday, and

conditions in the foreign oceanborne trade between thecNa@nges in  mandatory weighing and measuring
United States and Japan, including restrictions on and@"@ngements. The Ministry of Transport, which has

requirements for use of Japanese ports. The sanctiondiréct authority over harbor services, reportedly
were to become effective on April 14, 1997. In its provides administrative guidance regarding the conduct

ruling, the FMC noted that it has the authority to of the prior consultation system and, according to the

impose per-voyage fees of up to $1,000,000 and that itFMC, allows the JHTA to “y\neld unchecked“authonty
could increase the fees on Japanese vessels if the issuddrough the prior consultation process. . . .

that it had identified (discussed below) were not The Chairman of the JHTA has the authority to
addressed in a timely manner. The FMC stated that theapprove requests, require changes or impose conditions
fee would also be increased upon a finding that the on any requests from carriers. Pre-prior consultation
Government of Japan, the Japan Harbor Transportatiormeetings are held where the actual decisions regarding
Association (JHTA) or related bodies have retaliated requests for changes are made by JHTA and union
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officials. U.S. carriers have cited concerns about the 1996, the JHTA, two sworn measurement labor unions,
lack of transparency in the JHTA decision-making and the Japanese and foreign carrier groups reached an
process (including absence of written rules, reasons foragreement to phase out mandatory weighing and
decisions or records) and antitrust concerns regardingmeasuring during a 5-year period.

allocation of work among JHTA member comparies. Sunday work: Sunday work was first allowed at
According to respondents to the FMC'’s information Japan’s six major ports in 1987, suspended in 1992,
demand order, domestic carriers feel obliged to and then reinstituted on a trial basis after the Kobe
participate in the prior consultation process or risk earthquake in January 1995. A temporary agreement
retaliation in the form of work stoppages or labor to allow Sunday work expired on March 10, 1997.
disruptions because of strong ties between the JHTAVarious restrictions under the agreement created
and Japanese labor unions. inefficiencies, gate congestion on Saturdays and
Mondays (the terminal gates are closed on Sunday) and
additional costs (surcharges for Sunday work) for
carriers. In addition, uncertainties associated with
Sunday work discourage carriers from scheduling
rTéunday work on a regular basis. As a result of these
and the other restrictions mentioned, Japanese port
costs are among the highest in the world.

On November 6, 1996, the FMC proposed a rule
(published on November 13) pursuant to section
19(1)(b) of the Merchant Marine Act of 192®
U.S.C. app. 876(9)to assess fees on Japanese liner

companies. This process is used to eliminate operators in response to requirements and restrictions

competiton among terminal operators and steve- O the use of Japanese ports. In response, the FMC
dores . . " proposed to assess a per-voyage fee of $100,000 each

time a liner vessel owned or operated by one of the

Port restrictions: The Ministry of Transport has three Japanese liner operators serving U.S. trades
authority over harbor services, including the issue of (Kawasaki Kisen Kaisha, Nippon Yusen Kaisha, and
licenses. No new licenses have been issued by thavitsui O.S.K. Lines) enters a U.S. port from abroad.
Ministry of Transport during the past 10 years. The FMC had urged the Government of Japan to avert
Although foreign firms are permitted to own port imposition of the sanctions “to afford U.S. carriers
facilities, foreign applications to operate terminals have relief by making available the necessary licenses,
been rejected. Thus, foreign carriers are compelled topermissions or certificates to perform, for themselves
contract with Japanese stevedore firms althoughand third parties, stevedoring and terminal operating
Japanese carriers are able to reduce their operatingervices, or to establish subsidiaries or related ventures
costs through ownership of terminals and stevedoreto do so, as Japanese carriers are permitted to do in the
firms. United States.” Bilateral consultations were held
during January 29-30, 1997, and some progress was
reportedly made, however, problems remained
particularly with regard to the prior consultation
system.

In its information demand orders, the FMC noted
that the prior consultation was the most serious issue
raised because it is “central to the dominance of the
harbor services market in Japan, as it is the mechanis
by which JHTA exercises control over the activities of
individual carriers and stevedoring companies.” It
noted that, “By serving as intermediary in all
negotiations and requiring, on threat of labor
disruption, that carriers submit virtually all planned
operational changes for approval, JHTA is able to
assign and allocate work among its member

Mandatory weights and measurementghe JHTA
requires that all cargo be weighed and measured,
including standardized containers and cargo.
According to respondents to the FMC information
demand orders, V\{hen carriers have refused sworn 2 qer section 19 (1)(b) of the Merchant Marine Act
measurement services and charges, they have beesf 1920, 46 U.S. C. app. 876 (1)(b), the FMC is
threatened with work delays, stoppages and otherauthorized and directed to “make rules and regulations

o affecting shipping in the foreign trade not in conflict with
forms of retaliation. In December 1995 and January y.o jaw'in order to adjust or meet general or special

conditions unfavorable to shipping in the foreign trade,
1In June 1985, a complaint was filed with the Japan whether in any particular trade or upon any particular

Fair Trade Commission alleging that the JHTA was route in commerce generally. . .” The measures
restricting the activities of carriers and competition among authorized include limitations on sailings, suspension of
terminal operators. In 1995, Sankyu, Inc., a JHTA carriers’ tariffs or rights to use conference tariffs,
member, filed a complaint with the JFTC alleging suspension of carriers’ rights to operate under FMC-filed
violations of Japan’s antimonopoly law by JHTA in terminal and other agreements, fees of up to $1,000,000
allocating work among operators. Both complaints were per voyage, or any other action deemed necessary and
subsequently withdrawn. appropriate to adjust or meet the unfavorable condition.
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Reactions to the proposed FMC Japanese claimed that there is no ownership restriction

. in the Port Transportation Law that prohibits a U.S.
sanctions carrier applicant from being licensed and that the
U.S. carriers strongly supported the FMC ruling. supply-demand r.efquirement in the law was intend_ed to
They also encouraged the FMC to increase the severity Promote tranquility at the waterfront.” The carriers
of its sanctions should the Government of Japan takePcinted out that in December 1996, the Ministry of
any retaliatory actions against U.S. carriers in response! ransport announced that it would study elimination of
to the $100,000 per voyage sanction. In their view, the the licensing system during a 3-to-5 year period. (The
sanctions should continue until U.S. carriers are Japanese Shippers Association had also announced that
licensed to perform stevedoring and terminal operating it would reduce dock fees beginning in May 1997).
services commensurate with those performed by The Japanese. carriers pomted to t.he bgneflts of'the
licensed entities in Japan and by Japanese carriers an@ior consultation system in resolving discrepancies
their affiliates in the United States. In addition, U.S. Petween shipping companies and waterfront labor
carriers indicated that the sanctions should be Unions. However, they also acknowledged that some
continued if there is “any remaining conspiracy by the "éform of the administration of the system was needed.
Japan harbor services monopoly to injure or to All of the Japanese carriers’ views were challenged by
eliminate competition from the new licensees, or to the FMC in its ruling.
deprive new licensees of a supply of skilled labor. . .” The National Council of Dock Workers and the
Japan Confederation of Port and Transport Workers
threatened to stage a 24-hour nationwide strike to
protest the FMC fees. They also planned to stage work
Stoppages on Sundays.

The Japan Foreign Steamship Association (JFSA)
an organization of non-Japanese shipping lines that
have also experienced problems with some of the
practices at Japanese ports, proposed several chang
to the prior consultation system, licensing system, and
Sunday work. For example, shipping lines would be ;
permitted to consult or negotiate directly with their Tentative agreement reaChed
stevedoring companies rather than submitting their By late March, Japan’'s Ministry of Transport
operational plans to JHTA for approval. Also, JFSA reached an agreement with the JHTA, port unions and
requested that prior consultations not be used toforeign shipowners to simplify harbor practices, ensure
allocate business among member companies and not béhat the JHTA did not abuse the prior consultation
required for individual business transactions between system and to act as a mediator if problems arose. The
carriers and stevedoring companies. Carriers should beMinistry of Transport then hoped to win U.S. support
allowed to obtain unrestricted general stevedore for its proposal in time to avoid sanctions. On April
licenses at all Japanese ports, the present system ofl, following a series of negotiations that began on
regulated rates should be abolished and Sunday workApril 2, the United States and Japan reached a
should be made permanent (including terminal and Memorandum of Consultation identifying major issues
gate services and 24-hour port operation), according toof concern to the United States, including port
the JFSA. practices, licenses and prior consultations. Regarding
licensing, Japan promised that the Ministry of
Transport would approve license applications that meet
certain criteria within 4 months of receipt of the
application. The agreement also included a framework
for reforming the prior consultation system by July 31,
1997. The Ministry of Transport indicated that it
would continue to use “maximum effort” to providing
leadership for reform and clarified a number of points
of interest to the United States. Reaction to the

The three Japanese liner carriers that would beagreement from shippers was positive, with U.S.
affected by the proposed sanctions indicated that theycarriers calling MOT’s commitments on licensing
would be “severely injured by the threatened “meaningful” and “excellent progress.” However, U.S.
sanctions” that would cost an estimated 3.5 to 4 million carriers also noted the “obvious risks” associated with
dollars in 1997. The Japanese carriers disputed mostiIHTA domination of the consultation process. In
of the FMC findings. In their view, the Government of delaying the effectiveness of the sanctions until
Japan has never discriminated against U.S. carriers oiSeptember 4, 1997, the FMC noted that it remained
advised U.S. carriers regarding licensing.  The concerned about the prior consultation system and “the

Japan’s Ministry of Transport (MOT) indicated that
it strongly opposed the FMC’s decision and urged the
FMC to withdraw it. MOT had previously labeled the
FMC sanctions as “totally unacceptable,” claiming that
it would be “practically impossible” for Japanese liners
to call at U.S. ports, that it would reduce capacity on
transpacific routes and would have a major impact on
shippers and consumers.
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attendant power enjoyed by JHTA.” The FMC ordered be treated no less favorably than their Chinese
that progress reports regarding developments relevantcounterparts.
to thg proc_eedlng, suc_h as changes to prior consultation China currently maintains, however, a dual pricing
and licensing transactions, are to be completed by ‘]UIysystem for prices and fees, with higher charges
1 and August 5, 1997. assessed foreigners than Chinese customers. Typically,
the dual price structure applies to services such as
) , ; ) energy,.rent, anq tra_mgportatlon costs. Under t_he offer
China’'s WTO Appllcatlon to provide nondiscriminatory treatment to foreigners,

China will eliminate this discriminatory pricing system

Progresses SIOWIy upon entry into the WTO. Application of non-

Modest progress was reported during recent discrimination will mean that China will no longer
negotiations on China’s prospective membership in the charge foreign investors, tourists, traders, and others
World Trade Organization (WTO). The Working Party higher prices than it charges domestic customers.
on China’s WTO accession met in March and again in
late May to take stock of progress in China’s accession ) .
negotiations. In March, China announced that it would Tradlng RIghtS
eliminate a requirement that imports and exports be
har_1d|ed only by_ _state-approved trading companie_s.cite trading rights—the ability to import and
China also modified a proposal to reduce nontariff oy ort a5 one of the most significant obstacles to
measures that it currently applles against a wide Va”etydoing business in China. China’s 1994 Foreign Trade
of imports. In late May, China announced that, upon | 5\ ‘specifies that foreigners may not engage directly
accession, it would adhere to the WTO principle of i, yternational trade. Foreign companies must use a
nondiscrimination. government-approved Chinese company that has

A variety of issues continue to be discussed in the trading rights in order to trade with China. In addition,
negotiations. Some of the issues include the timetablethey must use a Chinese distributor to distribute
for phasing out nontariff measures (NTMs), the role of imports in the domestic market. The requirement to
state trading in agricultural products after accession,use such government-approved intermediaries, U.S.
China’s use of subsidies, high tariffs, market access forbusinesses point out, adds costs and other distortions to
foreign service firms, and creation of a transitional China’s trading regime, including administrative delays
safeguard mechanism. Despite recent tariff reductions,and costs, and it prevents the foreign firms from
the average tariff rate in China is 23 percent. China dealing directly with their Chinese customers. At the
maintains a large number of high tariffs, particularly in March 1997, meeting of the Working Party, China said
areas in which it is attempting to establish international it would grant trading rights to foreign and domestic
competitiveness and in areas of export interest to U.S.firms in China. Unlike an earlier proposal, this trading
industry.  China recently announced that, upon rights offer does not reportedly allow foreign firms to
accession, it would adhere to the WTO rules on distribute their own goods in China.
trad_e_-related aspect_s of intellectual p_roperty rights. In Foreign-invested enterprises (FIEs) generally
addition to the Working Party to negotiate a Protocol of ,qqess limited trading rights. Such firms, including
Acggssmn, the WTO accession process includes aMyholly foreign-owned enterprises, equity and
individual agreement by each Working Party member .,qqerative joint ventures, have trading rights limited
on bilateral market access packages with China. Theyq jmnorting inputs for use in their own production and
next meeting of the Working Party is scheduled for late export goods made in China. In addition, FIEs may
July 1997. also possess the right to distribute goods on the local

market that the firm manufactured in China.

U.S. companies doing business in China frequently

: S : Closely related to the issue of trading rights is the
Nondlscrlmlnatlon ability to distribute goods within China. Although use
At the late May 1997, meeting of the Working of a Chinese company is required to distribute a
Party, China committed itself to provide foreign firm's goods, this distribution is frequently
nondiscriminatory treatment to foreign companies and restricted to a geographic region, because most
investors in China upon entry into the WTO. The Chinese firms do business within a specific geographic
principle of nondiscrimination is one of the so-called area and few are integrated on a nationwide basis.
foundations of the WTO. Application of the Such segmentation of the market further complicates
nondiscrimination principle means that foreigners will marketing, sales, and after-sales service of imports,
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goods made by FIEs in China, or importation of barriers on approximately 400 products at the 8-digit
replacement parts. Finally, China maintains limits on HTS level. The proposal includes an offer to eliminate
foreign investment in numerous service sectors, import licenses and quotas on certain agricultural
including distribution services. Wholly foreign-owned products, alcoholic beverages, and color film.
enterprises in the foreign and domestic trade sectorsHowever, China has expressed its intention of retaining
for example, are prohibited by China's foreign state control over export and import of many
investment regulations. agricultural products through state-trading enterprises
China has taken steps recently to modify certain after WTO accession. Under the Chinese offer, China
rules regarding trading rights. In February 1997, the would phase-out use of the NTMs over various time
Ministry of Foreign Trade and Economic Cooperation periods, ranging from upon accession for certain
(MOFTEC) released guidelines to simplify registration products, to 12 years for others. The United States
for trading rights by manufacturers in Special Seeks shorter transition periods.
Economic Zones (SEZ’'s). The rules do not, however, NTMs applied to imports by China include import
apply to foreign-funded enterprises. In a move licenses, import quotas, import tenders, and other
designed to increase exports, MOFTEC, in April, eased measures. The State Economic and Trade
eligibility requirements for obtaining trading rights by Commission, the State Planning Commission, and
firms producing machinery and electronics products. MOFTEC are responsible for administering NTMs.
In late 1996, China introduced a pilot program to allow The agencies set import quotas and allocate them to
greater foreign participation in the foreign trade sector. end-users nationwide. The process for establishing

At the November 1995, meeting of leaders of the IMPOrt quotas  has Dbeen criticized for being
Asia-Pacific Economic Cooperation (APEC) forum, nontransparent. Import I|c_enses are required by many
China’s President Jiang Zemin had pledged to startProducts that_are also subject to import quotas. After
allowing foreign investment in the foreign trade sector @Pproval for import of a product by other agencies,
as a “down payment” on trade liberalization in the MOFTEC retains authority over granting import
APEC forum. The pilot program marked a limited step lIC€Nses.
towards allowing foreign participation in the foreign Certain policies that have been recently introduced
trade sector, according to Chinese officials. The by China may impose additional NTMs on imports.
program is limited to the Pudong area of Shanghai andSome of these policies are reportedly associated with
the Shenzhen SEZ. Participation in joint-venture China’s industrial policies. These recent measures
trading companies is limited to large Chinese trading include a recent “automatic” registration requirement,
companies and large foreign firms. import control measures on electrical and mechanical
products, new regulations on the administration of
medical equipment, and pending guidelines for the
electronics sector and photographic equipment.

China’s reluctance to grant trading rights to all
firms reflects a concern that deregulation of trading
rights could introduce imbalances into the Chinese
economy. An official with MOFTEC's International

Trade Research Institute said recently that allowing all Japan RequeStS Dispute

firms to have trading rights could create imbalances in : :

the economy in several ways: through a diversion of Panel Regardlng IndoneSIa
resources Fowards Iabor—intgnsive and low value—gd(jed Auto P0||Cy

industries instead of to Chinese Government priority

areas such as high-technology and high value-added ~©On June 12, 1997, at the request of Japan and the
industries; by boosting imports; by allowing large EU, the World Trade Organization (WTO) established
multinational firms to dominate China’s trade in & dispute settlement panel to examine their complaints
particular products, including commodities of strategic 'egarding Indonesia’s national auto policy. ~ Japan's
importance to China; and by hastening bankruptcy of initial request for a dispute panel on April 17 was
state firms unable to compete with foreign producers. 'éjected by Indonesia, but Indonesia did indicate a
Therefore, the official reasoned, China should proceedWillingness to engage in consultations. Under WTO

slowly in deregulating foreign trading rights. dispute settlement rules, a panel is automatically
established if a party requests its creation a second

time. The United States also requested a dispute

: settlement panel on June 12, 1997. On May 12, 1997,
Nontariff Measures the EU had requested establishment of a panel, but it
Also at the March meeting of the WTO Working was rejected due to opposition by Indonesia. Japan did
Party, China tabled a proposal to reduce nontariff not make a request at the May meeting of the Dispute
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Settlement Body because Indonesia was in the midst oflargest recipient of overseas development assistance
a parliamentary election. (ODA) in Southeast Asia and because Indonesia is a

For over a year, Japan, the United States, and thdnajor supplier of both crude oil and wood products to

EU have complained about Indonesia’s policy of JaPan.

providing tariff and luxury sales tax exemptions to a The United States originally hoped that pressures
domestically-owned auto company. Under the policy, from Japan would be enough to have an impact on
the autos must meet local content requirements of 20Indonesia’s policy. However, the American Auto-
percent by September 1997, 40 percent by the end ofmobile Manufacturer’s Association and USTR both
the second year of production, and 60 percent within 3began expressing concerns about whether the
years. It was expected to be difficult to reach the Indonesian policy was a violation of WTO rules. In
domestic content requirements due to the undevelopedMay 1996, President Suharto offered to grant tax-free
nature of the domestic components industry. Although status to autos over a 3-liter engine size that are
other companies are technically eligible to receive the assembled locally and to tax exemptions on luxury
tax benefits, the only company that has qualified so far automobiles assembled in Indonesia. The proposal
for these benefits is PT Kia Timor Motor, a joint would have favored U.S. producers that make autos
venture between an Indonesian company, PT Timorwith larger sized engines. In July, President Suharto
Putra Nasional and Kia Motors Corp., a Korean firm. tried to further soften U.S. opposition to the policy by
PT Kia Timor Motor is owned by the youngest son of declaring that other companies could apply to join the
Indonesian President Suharto, Hutomo Mandala Putra.“national car” program and receive the same breaks as
The joint venture is licensed to import up to 4,000 Kia. However, the United States continued to consider
autos per month until a local assembly plant begins filing a WTO complaint.

operating. So far, the company is reportedly selling  on July 16, 1996, Japan’s Minister of International

fewer than 1,000 autos per month. Trade and Industry reportedly made it clear to
Indonesia that it planned to file a complaint with the
WTO because Indonesia planned to proceed with its

Backg round national car program, even though it had promised not

The current dispute dates to March 1996, when to do so while bilateral negotiations were underway.
President Suharto first announced plans to build a The first shipments of imported “national” cars arrived
“national car” Toyota and other Japanese auto in Indonesia at the end of August and on October 4,

producers that had enjoyed a dominant share of the199_6’ Japan filed a complaint cpncerning Indonesia’s
local market immediately expressed concerns about the'\'a“o”_al C_ar F_’rogram, Conten_dmg thgt the measures
plan to award exemptions from customs duties andWere in violation of Indonesq’s obligations under
luxury taxes to autos imported by Mr. Suharto’s son. Articles !:1 (Most-Favored Nation treatment), ln:2,
The Government of Japan warned Indonesia as early adll'4 (national treatment) and X:3(a)(publication and
May 1996, that it might file a complaint with the adm|n|strat|on of trade regulatlons) of the GATT as
WTO, claiming that the program violated the principle Well as Articles 2 (national treatment) and 5.4
of national treatment. The two countries began (notification) of the TRIMs agreement. The EU and
holding working level talks which broke down the first the United States filed complaints on October 3 and
week of June 1996. Japan requested that Indonesi&Ctober 8, 1996, respectively. The United States
withdraw its policy of allowing autos to be imported Continues to be engaged in talks with Japan.

from Korea duty-free by treating them as “national On November 29, 1996, Japan filed a complaint
cars.” PT Kia Timor Motor planned to upgrade one alleging violations of articles 3, 6 (prohibitions,
assembly plant and build another new facility serious prejudice), and 28 (existing programs) of the
scheduled to begin operations by September 1996. InWTO Subsidies Agreement. Consultations have been
the meantime it planned to import semi knocked down held under WTO auspices, but Indonesia reportedly has
autos from Korea to take advantage of the tax breaks.refused to change its policy. A ruling from the panel
For Japan, criticizing Indonesia’s policy was a established on June 12, 1997, is expected within 6 to 9
potentially difficult decision since Indonesia is Japan’s months.
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INTERNATIONAL ECONOMIC
COMPARISONS

US ECOﬂOmiC Conditions the 12 months ended March 1997. Benefit cost

declines over the December 96-March 97 period
further moderated the rise in wages and salaries and the

. increase in total compensation costs (figure 1).
Lack of pressures from labor costs in

goods-producing sectors and productivity gains due to  In manufacturing, seasonally adjusted employment
the globalization of production have been major factors costs increased at a much slower rate in the period
in keeping inflation low despite the surge in U.S. December 96-March 97 than in the previous seven
economic growth. quarters, in both the durable and nondurable sectors.
Total employment costs over the 12-month period

ending March 1997 increased by 2.6 percent, compared
with a 3.0-percent increase in the previous yeatr.

Employment costs have increased modestly in the
goods-producing sectors over the past year (table 1).
The U.S. Bureau of Labor Statistics Employment Cost
Index (ECI) shows that seasonally adjusted total Labor cost increases in manufactures were well
compensation costs for civilian workers (private below employment cost increases in the services
industry plus State and local government) increased bysector, which rose by 0.8 percent in the December
2.9 percent in the 12-month period ended March 1997,96-March 97 period and by 3.1 percent over the year
and by a mere 0.6 percent during the Decemberending March 1997. The rise was particularly notable
1996-March 1997 period, continuing a pattern in wholesale trade, where employment costs rose by
exhibited throughout the last 4 years. Wages and1.7 percent in the December 96-March 97 period, and
salaries of civilian workers increased by 3.3 percent in rose by 4.1 percent in the year ending March 97.

Table 1
Percent changes in employment cost index for civilian workers, seasonally adjusted
12-
3-months ended months
ended

June Sept. Dec. Mar. June  Sept. Dec. Mar. Mar.
1995 1995 1995 1996 1996 1996 1996 1997 1997

Compensation component:

Compensation costs .......... 0.7 0.6 0.6 0.6 0.9 0.6 0.8 0.6 2.9
Wages and salaries ........... 0.7 0.7 0.6 1.0 0.8 0.7 0.8 0.9 3.3
Benefitcosts ................. 0.6 0.5 0.5 0.1 0.6 0.6 07 01 2.0
Compensation by workers groups:
Civilian workers .............. 0.7 0.6 0.6 0.6 0.9 0.6 08 0.6 2.9
Goods producing industries ........ 0.6 0.6 0.8 0.4 0.9 0.7 0.6 0.2 2.4
Construction ................. 0.6 0.7 0.7 0.6 0.5 0.4 0.9 0.6 2.4
Manufacturing ............... 0.6 0.6 0.8 0.5 0.9 0.8 07 02 2.6
Durables .................... 0.6 0.5 0.8 0.3 1.2 0.6 0.7 01 2.6
Non-durables ................ 0.6 0.6 1.0 0.7 0.5 1.2 0.7 0.3 2.7
Services producing industries ... ... 0.7 0.6 0.6 0.8 0.8 0.7 0.8 0.8 3.1
Wholesaletrade .............. 0.9 1.3 0.8 0.6 0.9 0.7 0.8 1.7 4.1
Retailtrade .................. 0.4 0.7 0.4 15 -0.1 11 1.3 09 3.2
Finance, insurance and real
estate ........... i, 1.3 0.7 0.3 11 14 0.3 -06 21 3.2

Note.—This release includes annual revisions in seasonally adjusted Employment Cost Indexes for compensation
costs, wages and salaries, and benefit costs.

Source: U.S. Bureau of Labor Statistics, Employment Cost Index (ECI), March 1997.
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Figure 1
Percent change in employment total compensation (wages, salaries and benefits) by industry,
Apr. 95-Mar. 97
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Source: U.S. Bureau of Labor Statistics, Employment Cost Index (ECI), March 1997.

Percent change in employment wages and salaries excluding workers’ benefits, by industry,
Apr. 95-Mar. 97
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Percent changes in total compensation by workershas increased world productive capacity and
groups are compared in figure 1. The upper section ofstrengthened world interdependence through the
figure 1 shows total workers’ compensation including increased exchange of goods and services, capital and
benefit costs. The lower section shows that the declinetechnology. As such, globalization has led to an
in workers benefits resulted in lowering total labor increase in specialization, a widening of markets, and a
costs. more efficient allocation of resources. Meanwhile,

computers have linked production and distribution

The case ha_s been made by several analyst_s tha}t Benters at a much higher speed and with more
broad deceleration of growth based on a decline in gfficiency and less cost than ever before. Specialized
consumer spending is in the making. This projection goevare has helped keep inventories at a lean level

was based on the decline in retail sales and therg|ative to sales, reducing inventory fluctuations, a
softening of other economic indicators released by themajor source of business cycles. Indeed, many now

Commerce Department. However, except for the pejieve that such productivity gains based on
decline in retail sales for 2 consecutive months, Otherglobalization and information technology improve-

indicators have since rebounded. Retail sales, a gaug€,ents mean that robust economic growth, high
of consumer spending, slid by 0.1 percent in May gmpjoyment and low inflation can continue to coexist
following a 0.9-percent decline in April and were flat || jess  these underlying conditions favorable to

in March. The April decline was led by a 0.9-percent noninflationary growth change fundamentally.
plunge in car sales, and was the highest in 10 months.

Moreover, the index of leading indicators, a gauge of
future economic activity, decreased by 0.1 percent

following a 0.2-percent increase in March. WOI’ld EconomiC OUtIOOk

Nonetheless, new orders for manufactured goods  The International Monetary Fund's (IMF)
increased by 1.2 percent in April following a semiannual report on the world economyhe World
1.3-percent decline in March, marking the third Economic Outlook-offers a promising future, with
increase in the last 4 months. Shipments increased byast growth, low inflation, falling budget deficits—all
1.2 percent in April, up sharply from the 0.1-percent underpinned by expanding international trade,
increase in March. Unfilled orders decreased for the structural reforms in labor markets and conservative
second consecutive month by 0.3 percent. In addition, monetary policies in industrial countries. According to
the industrial production index increased by 0.4 the IMF, structural reforms are enhancing the role of
percent in May and 0.3 percent in April, following a market forces and strengthening the basis for sustained
decline of 0.4 percent in March. The index of leading robust growth. The process of global economic
indicators, a gauge of future economic activity, integration has been supported by trade liberalization
decreased by 0.1 percent in April, following a 0.2 and changes in the role of governments. Privatization
percent increase in March. and deregulation of state activities has raised efficiency

o ) ) ) ~and spurred private sector activity in a number of
The slide in retail sales combined with the decline yggjons.

in the index of economic indicators could signal an
upcoming slowdown in overall growth. However, by , ! . o
all counts these retrenchments seem likely to be just &Y the continued robust growth with low inflation in

temporary pause, since consumer fundamentals are stilf’® United States and the United Kingdom and
strong —unemployment is at a 23-year low, job growth strengthening prospects of sustained growth in Japan,

is robust, incomes are rising, consumer confidence isCanada, and EU (figure 2). Productivity gains and

high, and wages and salaries have been risingmoderating unit labor costs are playing an important
modestly. role in the economic expansion of the G-7 countries

particularly the United States, Japan and Germany

The continued lack of inflationary pressures (table 2). There was moderation of growth and
despite tight labor markets has been clearly inflation in several dynamic emerging countries in
demonstrated by the behavior of consumer and 1996, but growth picked up in several Latin American
producer prices. Consumer prices have shown benigncountries during 1996 (table 3). In the Middle East and
increases over several months, and the producer’s pricéAfrica growth has started to show some momentum.
index fell for the fifth straight month. Flexibility of In the transition economies (Russia, Central and
labor markets, gains in worker productivity and the Eastern Europe and ex-Soviet republics), positive
expansion in world productive capacity have played growth is expected in 1997 for the first time since the
eminent roles in keeping inflation low. Globalization collapse of central planning, according to the IMF.

These favorable global conditions are underscored

11
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Table 2
Productivity and unit labor costs in manufacturing for selected economies, 1996-98
(Percentage)

Item 1996 1997 1998

Productivity:
United States . ... . 4.0 2.6 2.3
Canada .. ... 0.9 1.0 11
JaPaAN . L 3.9 2.7 3.4
GIMANY . .ottt e 4.2 3.0 3.0
France .. ... 2.0 3.4 2.4
aly -1.1 1.7 1.8
United Kingdom . .. ... -0.3 0.9 2.4
EU 1.5 2.3 24

Unit labor costs:
United States ... ..ot -0.3 0.3 1.2
Canada . ... 2.3 2.0 0.8
JaPaAN . -2.1 -1.4 -0.4
GEIMANY . .ttt e e e -1.0 -0.7 -
France .. ... 0.6 -0.5 0.7
ALY e 6.4 25 2.1
United Kingdom . ... ... 4.0 34 2.4
EU 2.2 1.1 1.4

Note.—1997 and 1998 are IMF projections.
Source: IMF World Economic Outlook, May 1997.

Table 3
Economic indicators of selected advanced and emerging economies in Asia and Latin America,
1996-98

(Percentage)

Real GDP Consumer prices Current account position
Country 1996 1997 1998 1996 1997 1998 1996 1997 1998

—— Change from previous period — — Share of GDP —
China ................. 9.7 9.5 n/a 6.0 6.0 n/a n/a n/a n/a
Korea ................. 7.1 5.6 6.3 5.0 4.4 4.1 -4.9 -4.1 -3.3
Taiwan ................ 5.6 6.0 6.3 3.1 3.4 3.3 2.7 2.4 2.6
HongKong ............ 4.5 5.0 5.0 6.0 7.1 6.5 1.3 1.1 1.9
Singapore ............. 7.0 6.6 6.1 14 1.8 2.0 15.7 15.8 16.8
India .................. 6.9 6.6 n/a 7.0 8.0 n/a -1.7 -2.0 n/a
Argentina.............. 4.4 5.0 n/a 0.1 1.1 n/a n/a n/a n/a
Brazil ................. 3.0 4.5 n/a 11.0 8.0 n/a n/a n/a n/a
Chile ................. 7.2 5.8 n/a 7.4 6.0 n/a n/a n/a n/a
Mexico ................ 5.1 4.5 n/a 34.1 17.3 n/a n/a -0.5 -1.2
Venezuela ............. -1.2 3.9 n/a 99.9 46.6 n/a n/a n/a n/a

Note.—1997 and 1998 are projections of the IMF.
Source: IMF, World Economic Outlook, May 1997.
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Propelled by globalization of production and reduction Industrial production

in tariff and nontariff barriers, world trade is expected

to grow much faster than world output. The U.S. share  The Federal Reserve Board reported that U.S.

of world exports, meanwhile, is projected to increase in jhqustrial production (IP) increased by 0.4 percent in

1997 (table 4). May following a 0.3-percent increase in April and 0.4
percent rise in March. The output of motor vehicles
partially rebounded in May as one of the strikes that

US Economic Performance started in April ended in early May. Continued
Relative to the Group of strength in  commercial aircraft and the

high-technology sector also contributed to the

Seven (G'7) widespread gains among durable manufactures.
Manufacturing output in May 1997 was 5.0 percent

. higher than in May 1996. Total industrial production
Economic grOWth in May 1997 was 4.3 percent higher than it was in May
1996. Total industrial capacity utilization increased by
0.1 percentage point, to 83.7 percent and was 3.7

percent higher than in May 1996.

U.S. real GDP—the output of goods and services
produced in the United States measured in 1992
prices—grew at a revised annual rate of 5.9 percent in
the fir_st quarter of 1997, the highest gain since 1984. Other Group of Seven (G-7) member countries
GDP increased by 3.8 percent in the fourth quarter of reported the following changes in annual rates of
1996. industrial production. For the year ending April 1997,

The annualized rates of real GDP growth in the Germany reported a 1.3-percent increase, Japan
first quarter of 1997 was 3.4 percent in Canada, 0.8reported a 4.9-percent increase and the United
percent in France, 1.8 percent in Germany, -1.2 in Italy Kingdom reported a 2.2-percent increase. For the year
and 3.7 percent in the United Kingdom. In the fourth ending March 1997, Canada reported a 3.6-percent
quarter of 1996 Japan’s GDP growth rate was 3.9 increase, France reported a 1.1-percent increase, but
percent. Italy reported a 3.6-percent decrease.

Table 4

Export market shares of selected economies in percentage of world exports of goods and services ,

1995-98

Country 1995 1996 1997 1998
— Projections

Industrial countries:

UnitedStates .................cciiin... 12.6 12.8 13.2 13.2
Canada . ... 3.4 3.4 35 35
Japan ... 7.9 7.2 6.8 6.7
Germany ..........ouiiii 9.8 9.4 8.8 8.7
France ....... ... ... . . . . 5.9 5.7 54 54
taly ... 4.8 5.0 4.8 4.7
United Kingdom . ... 5.0 51 5.2 51
Asia:
HongKong ....... ... 3.4 3.4 3.6 3.8
Korea ........coii 2.4 2.4 2.5 2.6
SiNgapore .. ... 2.4 2.4 25 25
TaWaAN . 2.0 2.0 2.2 2.2
China ......... . i 24 2.4 2.6 2.7
Latin America and economies in transition:
Argentina ........... i 0.4 0.4 0.4 0.4
Brazil ....... . 0.8 0.8 0.8 0.9
MEXICO ..ttt 1.1 1.2 1.3 1.4
RUSSIA . ..o 1.5 1.5 1.6 15

Note.—1997 and 1008 are IMF projections.
Source: IMF, World Economic Outlook, May 1997.
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Prices insurance showed no change, following a gain in April.
_ ~ Within the transport industry, trucking and air transport
The seasonally adjusted U.S. Consumer Price continued their upward trends. Retail trade

Index (CPI) rose by 0.1 percent in May 1997 following employment held steady in May, following a large
the same increase in April and March. Prices for food jncrease in the prior month. Furniture and home
rose, but the energy index declined for the third fyrnishings stores added 9,000 jobs, while employment
consecutive month.  Excluding food and energy, the decreased in general merchandise stores. Employment
CPI rose 0.2 percent in May, following an increase of iy eating and drinking places was flat over the month,
0.3 percent in April. ~ For the 12-month period ended after posting a large gain in April. Wholesale trade
in May 1997, the CPI increased by 2.2 percent.  added 7,000 jobs in May, half its monthly average

For other G-7 countries the latest annual price during the prior 12 months.  Manufacturing
increases were 1.7 percent in Canada (April), 0.9 employmentedged down by 5,000 in May. There were
percent in France (Apr||), 1.6 percent in Germany losses of 6,000 jObS each in food and kindred products
(May), 1.6 percent in Italy (May), 1.9 percent in Japan and in apparel, where a long-term employment decline

(April), and 2.6 percent in the United Kingdom (May). continued. A strike in auto manufacturing caused
employment to decrease in that industry. Over the

month, employment rose in printing and publishing

and in chemicals and allied products. Growth

Employment continued in electronic components, industrial
The Bureau of Labor Statistics reported that the machinery, and aircraft.

unemployment rate was 4.8 percent in May 1997

virtually unchanged from April 1997, when it declined

by 0.3 percentage points. Among the major

Average hourly earnings of private production or
nonsupervisory workers on nonfarm payrolls were up 4

demographic groups, the rate for adult men dropped bycents in May to $12.19, seasonally adjusted. Average
0.4 percentage point in May to 3.8 percent, while the weekly earnings increased by 0.3 percent to $420.56.

rates for adult women (4.5 percent), teenagers (15_60ver the past year, average hourly earning_s have risen

percent), whites (4.0 percent), blacks (10.3 percent),by 3.8 percent and average weekly earnings by 4.4

and Hispanics (7.4 percent) were essentially Percent

unchanged. In other G-7 countries, their latest unemployment
Total employment was little changed in May, with rates were as follows: 9.5 percent in Canada (May),

nonfarm payroll jobs rising by 138,000 following an 12.8 percent in France (April), 11.4 percent in

increase of 323,000 in April. The average monthly Germany (May), 12.2 percent in Italy (January), 3.3

gain in employment thus far in 1997 has been 229,000percent in Japan (April), and 5.8 percent in the United

BLS reported, in line with that recorded in 1996. The Kingdom (May).

proportion of the population with jobs reached a record

high of 63.9 percent. In May, the largest job gains

were in the services and construction industries. The

services industry added 125,000 jobs over the month. ForecaStS
Health services and hotels and lodging places each had . _ .
a relatively large job gain—26,000 and 13,000, Six major forecasters expect real growth in the

respectively—for the second month in a row. United States to average around 2.0 percent to 2.4
Amusement and recreation services also recorded aPercent (at an annual rate) in 1997. Table 5 shows
strong job increase (32,000) in May, after showing no macroeconomic projections for the U.S. economy from
change in the prior 2 months. Employment growth January to December 1997, and the simple average of
continued in computer and data processing servicesthese forecasts.  Forecasts of all the economic
engineering and management services, and sociaindicators, except unemployment, are presented as
services. In contrast, employment in help supply Percentage changes over the preceding quarter, on an
services declined for the second straight month, with annualized basis. The forecasts of the unemployment
the losses totaling 55,000. Construction employment rate are averages for the quarter.

grew by 23,000 in May, as favorable weather helped
the'industry to rebound from a loss of 10,000 jobs in unemployment rate of 4.9 percent to 5.1 percent in
April. 1997. Inflation (as measured by the G.P. deflator) is

In May, employment growth continued in finance expected to remain subdued at an average rate of about
(8,000) and real estate (3,000). Employment in 2.2 percent to 2.4 percent.

The average of the forecasts points to an
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Table 5
Projected changes of selected U.S. economic indicators, by quarters, Jan.-Dec. 1997
(Percentage)
UCLA Merrill Data Mean
Confer- Business Lynch Resources Wharton of6
ence E.l Forecasting Capital Inc. WEFA fore-
Period Board Dupont Project Markets (D.R.L) Group casts
GDP current dollars

1997:
Jan.-Mar ........... 8.4 8.4 8.0 8.8 8.1 8.8 8.4
Aprdune ........... 3.1 4.7 5.3 3.8 4.8 3.9 4.3
July-Sep ........... 5.6 4.7 4.6 4.8 4.6 4.7 4.9
Oct-Dec ........... 6.4 4.9 4.0 4.4 4.6 4.4 4.8
Annual average .. ... 5.9 5.7 55 55 55 55 5.6

GDP constant (chained 1992) dollars

1997:
Jan-Mar ........... 5.7 5.8 55 5.7 6.6 5.8 5.9
Apr.-June .......... 0.6 2.2 2.7 2.0 3.0 1.6 2.0
July-Sep ........... 2.9 2.0 1.9 25 2.8 2.4 2.4
Oct.-Dec ........... 3.6 2.0 15 2.2 2.8 2.2 2.4
Annual average .. ... 3.2 3.0 2.9 3.1 3.8 3.0 3.2

GDP deflator index
Jan.-Mar ........... 2.7 2.6 2.4 2.8 1.4 2.7 2.4
Apr.-June .......... 2.3 2.5 2.6 1.8 1.8 2.2 2.2
July-Sep ........... 2.6 2.5 2.6 2.2 1.8 2.2 2.4
Oct.-Dec ........... 2.7 2.5 25 2.2 1.8 2.2 2.3
Annual average .. ... 2.6 25 2.5 2.3 1.7 2.3 2.3
Unemployment, average rate

1997:
Jan-Mar ........... 5.3 5.2 5.3 5.3 5.3 5.3 5.3
Apr-June .......... 4.9 4.9 5.0 5.0 4.9 4.9 4.9
July-Sep ........... 4.9 5.0 5.2 5.1 5.0 5.0 5.0
Oct-Dec ........... 4.8 5.0 5.4 5.2 5.0 5.1 5.1
Annual average . . ... 5.0 5.1 5.2 5.2 51 5.1 5.1

Note.—Except for the unemployment rate, percentage changes in the forecast represent annualized rates of change
from preceding period. Quarterly data are seasonally adjusted. Forecast date, May 1997.

Source: Compiled from data of the Conference Board. Used with permission.
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U.S. TRADE DEVELOPMENTS

The U.S. Department of Commerce reported that March 1997 deficit ($14.9 billion). The April 1997
seasonally adjusted exports of goods and services ofservices surplus was $6.7 billion, slightly less than the
$78.4 billion and imports of $86.7 billion in April  March services surplus of $7.1 billion.

1997 resulted in a goods and services trade deficit of Seasonally adjusted U.S. trade in goods and

$8.4 billion, $0.6 billion more than the $7.8 billion  genjices in billions of dollars as reported by the U.S.
deficit of March 1997. The April 1997 deficit was Department of Commerce is shown in table 6.

approximately $1.3 billion less than the deficit Nominal export changes and trade balances for specific
registered in April 1996 ($9.7 billion) and $1.2 billion major commodity sectors are shown in table 7. U.S.
less than the average monthly deficit registered duringexIOOrtS and imports of goods with major trading
the previous 12 months (approximately $9.6 billion).  partners on a monthly and year-to-date basis are shown

The April 1997 trade deficit on goods was $15.1 in table 8, and U.S. trade in services by major category
billion, approximately $0.3 bilion more than the is shown in table 9.

Table 6
U.S. trade in goods and services, seasonally adjusted, Jan. -Apr. 1997
(Billion dollars)
Exports Imports Trade balance
Apr. Mar. Apr. Mar. Apr. Mar.
ltem 1997 1997 1997 1997 1997 1997
Trade in goods (BOP basis)
Current dollars—
Includingoil ...................... 57.6 57.2 72.7 72.0 -15.1 -14.9
Excludingoil ..................... 57.5 57.3 65.9 64.5 -8.4 -7.2
Trade in services
Currentdollars .................. 20.7 21.0 14.0 13.9 6.7 7.1
Trade in goods and services
Currentdollars ................... 78.4 78.2 86.7 85.9 -8.4 -7.8
Trade in goods (Census basis)
1992 dollars ... 63.4 62.4 78.0 75.6 -14.6 -13.2
Advanced-technology products
(not seasonally adjusted) .......... 154 16.3 11.7 11.9 3.7 4.4

Note.—Data on goods trade are presented on a balance-of-payments (BOP) basis that reflects adjustments for
timing, coverage, and valuation of data compiled by the Census Bureau. The major adjustments on BOP basis
exclude military trade but include nonmonetary gold transactions, and estimates of inland freight in Canada and
Mexico, not included in the Census Bureau data.

Source: U.S. Department of Commerce News (FT 900), June 19, 1997.
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Table 7
Nominal U.S. exports and trade balances, of agriculture and specified manufacturing sectors,
Jan. 1996-Apr. 1997

Change
— Share
Jan.-Apr. of
Exports 1997 total Trade balances
over Jan.-
Apr. Jan.-Apr. Jan.-Apr. Apr. Jan.-Apr. Jan.-Apr.
1997 1997 1996 1997 1997 1996
— Billion dollars —— Percentage — Billion dollars ——
ADP equipment & office
machinery .................. 34 13.7 0.7 6.1 -9.0 -7.6
Airplanes .......... ... oo 2.8 8.2 86.4 3.7 7.2 3.3
Airplaneparts ................. 12 4.2 13.5 1.9 2.7 2.7
Electrical machinery ........... 54 20.7 9.0 9.3 -4.1 -6.7
General industrial machinery .. .. 2.7 10.0 13.6 4.5 1.2 0.2
Iron & steel mill products ....... 0.5 1.8 5.9 0.8 -2.9 -2.3
Inorganic chemicals ........... 0.5 1.7 21.4 0.8 0 -0.2
Organic chemicals ............. 1.4 5.4 3.9 2.4 -0.3 -0.1
Power-generating machinery . . .. 2.4 9.0 21.6 4.0 0.9 0.1
Scientific instruments .......... 2.0 7.7 14.9 3.4 3.5 2.8
Specialized industrial machinery . 2.4 9.0 3.5 4.0 2.2 2.3
TVS,VCRs,efc ............... 2.0 7.1 14.5 3.2 -3.3 -3.6
Textile yarns, fabrics and articles 0.8 2.9 16.0 1.3 -0.8 -0.7
Vehicleparts .................. 5.0 185 115 8.3 -19.1 -16.7
Manufactured exports not included
above ............. ... L. 15.0 57.0 7.6 255 -27.5 -23.9
Total manufactures ............ 47.4 176.9 11.3 79.0 -49.3 -50.4
Agriculture . ... 4.5 19.1 -95 8.5 7.2 10.1
Other exports not included above 6.9 27.8 8.2 12.5 -8.1 -4.5
Total exports of goods ... ....... 58.8 223.8 8.8 100.0 -50.2 -44.8

Note.—Because of rounding, figures may not add to the totals shown. Data are presented on a Census basis.
Source: U.S. Department of Commerce News (FT 900), June 19, 1997.
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Table 8
U.S. exports and imports of goods with major trading partners, Jan. 1996-Apr. 1997

(Billion dollars)

Exports Imports Trade Balances
Jan.- Jan.- Jan.- Jan.- Jan.- Jan.-
Apr. Apr. Apr. Apr. Apr. Apr. Apr. Apr.
Country/area 1997 1997 1996 1997 1997 1996 1997 1996
North America ................... 19.1 71.6 62.0 214 82.3 73.3 -10.7 -11.3
Canada ..............coouvunn. 13.3 50.2 44.6 14.3 55.6 50.4 -5.4 -5.8
MexiCo ........oiiiiiiii 5.7 214 17.4 7.1 26.7 22.9 -5.3 -5.5
Western Europe . ................. 14.0 53.1 48.2 14.5 54.2 50.4 -1.1 -2.2
European Union (EU-15) ........ 12.2 47.8 43.6 13.3 49.4 45.6 -1.6 -2.0
France ..................... 1.4 5.3 5.0 1.6 6.2 5.8 -0.9 -0.8
Germany ................... 2.4 8.6 8.0 3.8 13.8 12.3 -5.2 -4.3
Italy ... 0.8 3.1 3.3 15 6.1 6.0 -3.0 -2.7
United Kingdom ............. 3.2 12.8 10.8 2.7 10.3 9.2 25 1.6
European Free-Trade
Association (EFTA) .......... 1.4 3.9 3.3 0.9 3.8 4.0 0.1 -0.7
Former Soviet Republic/Eastern:
Europe ....... ... i, 0.7 2.5 2.5 0.7 2.5 1.9 0 0.6
Russia........................ 0.3 1.0 1.2 0.3 1.3 1.0 -0.3 0.2
Pacific Rim Countries ............. 16.4 63.2 63.1 25.1 96.2 91.5 -33.0 -28.4
Australia ...................... 0.9 3.7 4.0 0.3 1.2 11 25 2.9
China ........................ 1.0 3.8 4.0 4.5 16.9 13.3 -13.1 -9.3
Japan .......... oo e 5.5 22.2 23.0 104 40.2 38.7 -18.0 -15.7
NICS ..o 6.8 25.7 24.9 6.9 25.9 27.0 -0.2 2.1
South/Central America ............ 51 19.0 15.9 4.3 17.2 15.1 1.8 0.8
Argentina ..................... 0.4 1.7 1.3 0.2 0.7 0.7 1.0 0.6
Brazil .......... ... ... 1.2 4.6 3.5 0.8 3.1 2.8 15 0.7
OPEC ... ... 2.0 7.2 6.7 3.7 145 12.6 -7.3 -5.9
Total ............ .l 58.8 223.8 205.7 71.2 2740 2505 -50.2 -44.8

1 EFTA includes Iceland, Liechtenstein, Norway, and Switzerland.
2 The newly |ndustr|aI|zmg countries (NICs) include Hong Kong, the Republic of Korea, Singapore, and Taiwan.

Note.—Country/area figures may not add to the totals shown because of rounding. Exports of certain grains, oilseeds,
and satellites are excluded from country/area exports but included in total export table. Also some countries are
included in more than one area. Data are presented on a Census Bureau basis.

Source: U.S. Department of Commerce News (FT 900), June 19, 1997.
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Table 9
Nominal U.S. exports and trade balances of services, by sectors, Jan. 1996-Apr. 1997, seasonally
adjusted

Change
Exports Jan.-Apr. Trade balances
1997
Jan.- Jan.- over Jan.- Jan.-
Apr. Apr. Jan.-Apr. Apr. Apr.
1997 1996 1996 1997 1996
~— Billion dollars —— Percentage — Billion dollars —
Travel ... i 24.7 22.2 11.3 7.2 5.7
Passengerfares................ 7.1 6.6 7.6 1.4 1.4
Other transportation ............ 9.5 8.9 6.7 -0.3 -0.4
Royalties and license fees ....... 10.3 9.9 4.0 7.8 7.6
Other private services® ....... ... .. 26.4 23.9 10.5 11.3 9.9
Transfers under U.S.
military sales contracts ........ 4.5 4.4 2.3 0.8 0.9
U.S. Govt. miscellaneous
SEIVICE .\ v vt 0.3 0.4 -25.0 -0.6 -0.5
Total .............. ... .. 82.8 76.3 8.5 27.6 24.6

. 1 “Other private services” consists of transactions with affiliated and unaffiliated foreigners. These transactions
include educational, financial, insurance, telecommunications, and such technical services as business, advertising,
computer and data processing, and other information services, such as engineering, consulting, etc.

Note.—Services trade data are on a balance-of-payments (BOP) basis. Numbers may not add to totals because of
seasonal adjustment and rounding.

Source: U.S. Department of Commerce News (FT 900), June 19, 1997.
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Indexes of industrial production, by selected countries and by specified periods, Jan. 1994-May 1997.
(Total Industrial production, 1991=100)

1996 1997

Country 1994 1995 1996 Il ] \ Nov. Dec. | Jan Feb. Mar. Apr. May
United States® ................ 108.6  112.1 1152 1251 1267 117.0 1172 1177 1185 117.7 1184 1188 119.2 119.7
Japan .. ...........iiiiiii... 93.1 96.0 987 96.0 99.3 102.7 102.8 1025 1030 962  99.8 112.9 ® ®
Canadad ..................... 1055 107.6 109.3 108.7 112.8 111.1 1121  107.0 (3 1045 109.9 ® ® &)
Germany ...........oooeen... 93.9 959 96.0 950 939 1012 1027 97.4 96.0 921 941 1019 ® ®
United Kingdom . .............. 103.3 1059 107.6 1044 101.3 113.1 1137 1101  110.8 109.9 107.2 1153 3 ®
France ..............cco.oouu.. 97.5 99.0 99.7 100.2 914 1042 1032 1005 (®» 1052 1011 ® ® &)
ltaly ..o 102.2  107.8 1048 111.6 909 106.7 113.2 97.3 (3 992 1135 ® ® ®

11992=100
2 Not available.
3 Real domestic product in industry at factor cost and 1986 prices.

Source: Main Economic Indicators, Organization for Economic Cooperation and Development, May 1997, Federal Reserve Statistical Release, June 17, 1997.

Consumer prices, by selected countries and by specified periods, Jan. 1994- April 1997
(Percentage change from same period of previous year)

1996 1997
Country 1994 1995 1996 I Il \Y) June  July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
United States .... 2.6 2.8 3.0 2.9 2.9 3.2 2.8 3.0 2.9 3.0 3.0 3.3 3.3 2.9 3.0 3.0 2.8 2.5
Japan........... 0.7 -0.1 0.2 0.4 0.2 0.5 0.0 0.4 0.2 0.0 0.5 0.6 0.6 0.5 0.6 0.5 0.5 1.8
Canada ......... 0.2 1.7 1.6 15 2.0 15 1.2 1.4 15 1.8 2.0 2.2 2.2 2.1 2.2 2.2 2.0 1.7
Germany ........ 3.0 1.7 1.4 1.3 1.4 1.4 1.2 1.3 1.4 1.4 1.5 1.4 1.4 1.7 1.9 1.7 1.6 1.3
United Kingdom .. 2.5 3.4 2.4 2.4 2.2 2.6 2.1 2.2 2.1 2.1 2.7 2.7 25 2.7 2.8 2.7 2.6 2.4
France .......... 1.7 1.7 2.0 2.4 1.8 1.7 2.3 2.3 1.6 1.6 1.8 1.6 1.7 1.5 1.8 1.6 1.1 0.9
Italy ............ 1.0 5.2 3.9 4.5 3.4 2.9 3.9 3.6 3.3 3.4 3.1 2.8 2.7 2.6 2.8 2.6 2.4 2.0
Source: Consumer Price Indexes, Nine Countries, U.S. Department of Labor,June 1997.
Unemployment rates (civilian labor force basis) 1 by selected countries and by specified periods, Jan. 1994-April 1997

1996 1997

Country 1994 1995 1996 I Il \Y Aug. Sept.  Oct. Nov. Dec. | Jan. Feb. Mar. Apr.
United States ...... 6.1 5.6 5.4 5.4 5.2 5.3 5.1 5.2 5.2 5.4 5.3 5.3 5.4 5.3 5.2 4.9
Japan ............. 2.9 3.2 3.4 3.5 3.4 3.3 3.4 3.3 3.4 3.3 3.3 ® 3.3 3.4 3.2 3.4
Canada ........... 10.4 9.5 9.7 9.6 9.7 9.9 9.4 9.9 10.0 10.0 9.7 9.6 9.7 9.7 9.3 9.6
Germany .......... 6.5 6.5 7.2 7.1 7.2 7.5 7.2 7.3 7.4 7.5 7.6 ® 7.8 7.8 7.8 7.8
United Kingdom .... 9.6 8.8 8.3 8.4 8.2 8.0 8.1 8.0 7.8 7.4 7.8 7.5 7.7 7.4 7.3 7.0
France ............ 123 123 12. 12. 12. 1278 123 128 12.8 12.9 12.8 128 ® 12.8 128 ®
ltaly .............. 1.4 120 121 125 11.9 12.0 ©) ©) ©) ©) ©) (3 123 12.3 ® ®

1 Seasonally adjusted; rates of foreign countries adjusted to be comparable with the U.S. rate.
2 Not available.
3 ltalian unemployment surveys are conducted only once a quarter, in the first month of the quarter.

Source: Unemployment Rates in Nine Countries, U.S. Department of Labor, June 1997.



Money-market interest rates, 1 by selected countries and by specified periods, Jan. 1994-June 1997
(Percentage, annual rates)

1996 1997
Country 1994 1995 1996 Il \Y Oct Nov. Dec. 1] Jan. Feb. Mar Apr.  May Jun
United States ...... 4.6 5.8 5.4 5.5 5.4 5.4 5.3 5.4 5.4 5.7 5.4 5.3 5.5 5.7 5.7 5.7
Japan............. 2.2 1.2 5 0.6 0.5 0.5 0.5 0.5 ® ® 0.5 0.5 0.5 0.5 *® ®
Canada ........... 55 7.1 4.4 4.3 3.2 35 3.0 3.1 ) ) 31 3.1 3.2 3.4 ® ®
Germany .......... 5.2 4.4 3.2 3.2 3.0 3.0 3.0 3.1 6 6 3.0 3.0 3.1 3.1 3 3
United Kingdom .... 5.4 6.6 5.9 5.7 6.1 5.9 6.2 6.3 ® ® 6.2 6.1 6.1 6.3 ® ®
France ............ 5.7 6.4 3.8 3.7 3.3 3.3 3.3 3.3 6 6] 3.2 3.2 3.2 3.2 ® ®
Italy .............. 8.4 10.4 8.7 8.6 7.5 7.9 7.4 7.2 ®) ® 7.2 7.3 7.4 7.0 ® ®
1 90-day certificate of deposit.
2 Not available.
Source: Federal Reserve Statistical Release, June 16, 1997; Federal Reserve Bulletin, June 1997.
Effective exchange rate of the U.S. dollar, by specified periods, Jan. 1994-June 1997
(Percentage change from previous period)
1996 1997
ltem 1994 1995 1996 1 v Oct. Nov. Dec. | Il Jan. Feb. Mar. Apr.  May Jun.
Unadjusted:

Index® ........ 98.5 92.9 975 974 98.2 98.2 97.3 99.0 103.2 104.6 100.9 103.9 1049 106.2 104.1 103.4
Percentage change . -16  -5.6 4.6 -2 .8 4 -9 1.7 5.0 1.4 1.9 3.0 1.0 1.3 -2.1 -0.6
Adjusted:

Index! ........ 1015 939 100.3 100.7 101.7 1015 100.6 102.7 106.6 106.4 1049 107.2 108.2 108.3 106.0 104.9

Percentage

change...... 27 74 6.4 A4 1.0 2 -8 21 4.9 -0.2 2.2 2.3 1.0 0.1 -2.3 -1.0

11990 average=100.

Note.—The foreign-currency value of the U.S. dollar is a trade-weighted average in terms of the currencies of 18 other major nations. The inflation-adjusted
measure shows the change in the dollar’s value after adjusting for the inflation rates in the United States and in other nations; thus, a decline in this measure
suggests an increase in U.S. price competitiveness.

Source: Morgan Guaranty Trust Co. of New York, July 1997.



Merchandise trade balances, by selected countries and by specified periods, Jan. 1994-April 1997
(In billions of U.S. dollars, exports less imports [f.0.b - c.i.f], at an annual rate)

1996 1997
Country 1994 1995 1996 Il 1 \Y Nov. Dec. | Jan. Feb. Mar.  Apr.

United States® ........ -150.6 -159.6 -166.6  -161.1  -183.2 -161.7  -152.5 -183.8  -184.3 -210.6  -190.8 -151.4 -160.7
Japan ................ 121.2 106.0 68.2 54.4 58.0  68.2 95.7 54.0 ® ® ® ® 3
Canada3 ............. 17.0 27.8 30.7 33.8 348 228 20.8 25.8 ? ? ? ? ®
Germany ............. 45.6 63.6 ® 55.2 72.8 ® 73.8 6] 2 3 ? ? ®
United Kingdom ....... -22.5 -22.4 ® -28.5 -189  -26.5 -27.4 -29.6 ® ® ® ® 3
Franced .............. 14.7 20.0 ® 18.7 26.4  30.0 20.7 ® ? ® ® ® ®
ltaly ................. 22.0 27.6 ® 46.0 55.2 ® 49.2 ? ? ® ® ® ®

1 Figures are adjusted to reflect change in U.S. Department of Commerce reporting of imports at customs value, seasonally adjusted, rather than c.i.f. value.
2 Not available.
3 Imports are f.0.b.

Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, June 19, 1997; Main Economic Indicators; Organization for Economic
Cooperation and Development, March 1997.

U.S. trade balance, 1 by major commodity categories and by specified periods, Jan. 1994-April 1997
(In billions of dollars)

1996 1997
Country 1994 1995 1996 Il Il v Nov. Dec. | Jan. Feb. Mar. Apr.
Commodity categories:
Agriculture . ......... 19.0 25.6 26.7 5.6 51 7.7 3.1 2.3 5.7 2.1 2.0 1.6 1.4
Petroleum and selected

product—

(unadjusted) ...... -47.5 -48.8 -60.9 -15.6 -16.1 -16.4 -5.6 -5.9 -18.6 -6.5 -6.5 -5.6 -5.3
Manufactured goods ... -155.7 -173.5 -175.9 -36.9 -52.5 -46.0 -14.9 -13.0 -37.1 -15.4 -12.1 9.6 -12.1
Selected countries:

Western Europe .. ... -12.5 -10.6 -10.4 -1.9 -6.7 -5.1 -1.3 -2.0 -.6 -1.3 3 .3 -4
Canada ............ -25.1 -18.1 -22.8 -6.5 -6.1 -5.4 -1.8 -2.3 -4.4 -1.6 -1.4 -1.3 -9
Japan.............. -66.4 -590.1 -47.6 -10.3 -11.7 -13.4 -4.3 -4.2 -13.1 -4.2 -4.2 -4.6 -4.8
OPEC

(unadjusted) ...... -13.8 -15.7 -19.8 -4.9 -5.6 -5.2 -1.4 -1.8 -5.5 -2.6 -1.6 -1.4 -1.6

Unit value of U.S.imports
of petroleum and
selected products
(unadjusted) ........ $14.22 $15.83  $18.98 $18.76 $18.97 $21.49 $21.44 $21.65  $20.37 $21.99 $20.21 $18.72 $17.17

1 Exports, f.a.s. value, unadjusted. Imports, customs value, unadjusted.
Source: Advance Report on U.S. Merchandise Trade, U.S. Department of Commerce, June 19, 1997.




